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INDEPENDENT AUDITORS REPORT

To the Member of

Henley Company LLC

We have audited the accompanying statement of financial condition of Henley Company LLC the Company as

of December 31 2008 This statement of financial condition is the responsibility of the Companys management Our

responsibility is to express an opinion on this statement of financial condition based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of America

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the

statement of financial condition is free of material misstatement An audit indudes consideration of internal control

over financial reporting as basis for designing audit procedures that are appropriate in the circumstances but not for

the purpose of expressing an opinion on the effectiveness of the Companys internal control over financial reporting

Accordingly we express no such opinion An audit also includes examining on test basis evidence supporting the

amounts and disclosures in the statement of financial condition assessing the accounting principles used and

significant estimates made by management as well as evaluating the overall statement of financial condition

presentation We believe that our audit of the statement of financial condition provides reasonable basis for our

opinion

In our opinion the statement of financial condition referred to above presents fairly in all material respects the

financial position of Henley Company LLC as of December 31 2008 in conformity with accounting principles

generally accepted in the United States of America

Roseland New Jersey

February 23 2009

An independent firm associated with AGN International Ltd



HENLEY COMPANY LLC

STATEMENT OF FINANCIAL CONDITION

December 31 2008

ASSETS

Cash and cash equivalents 169179

Receivable from clearing broker including

clearing deposit of approximately $115000 141475

Office equipment net 16705

Other assets 103388

430747

LIABILITIES AND MEMBERS EQUITY

Liabilities accounts payable and accrued expenses 144289

Due to affiliate 10232

Other liabilities deferred rent 14409

Total liabilities 168930

Members equity 261817

430747

See accompanying notes to financial statements



HENLEY COMPANY LLC

NOTES TO THE FJNANCIAL STATEMENTS

Nature of business

Henley Company LLC the Company is broker-dealer registered with the Securities and Exchange Commission

SEC and is member of the Financial Industry Regulatory Authority FINRA an entity created through the

consolidation of the National Association of Securities Dealers Inc NASD and the member regulation

enforcement and arbitration functions of the New York Stock Exchange The Companys operations consist

principally of engaging in securities principal transactions

Summary of significant accounting policies

Cash Equivalents

The Company considers money market accounts to be cash equivalents

Office Equipment

Office equipment is stated at cost less accumulated depreciation and amortization The Company provides for

depreciation and amortization as follows

Estimated

Asset Useful Life Principal Method

Computer hardware years Straight-line

Computer software years Straight-line

Revenue and Expense Recognition from Securities Transactions

Securities transactions and related revenues and expenses are recorded on trade-date basis

Income Taxes

The Company is treated as partnership for federal and state income tax purposes and accordingly does not record

provision for income taxes because the individual member reports his share of the Companys income or loss on his

individual income tax returns

The Company has adopted FASB Staff Position No FIN 48-3 which allows certain nonpublic entities to defer the

effective date of FASB Interpretation No 48 Accounting for Uncertainty in Income Taxes FIN 48 until the annual

financial statements for fiscal years beginning after December 15 2008 The Company has elected to apply the

deferral and will adopt the provisions of FIN 48 effective January 2009 The Companys accounting policy for

evaluating uncertain tax positions during financial statement periods subject to the deferral of FIN 48 is based on the

recognition and disclosure criteria for loss contingencies under SFAS No Accounting for Contingencies

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United

States of America requires management to make estimates and assumptions that affect the amounts disclosed in

the financial statements Actual results could differ from those estimates



HENLEY COMPANY LLC

NOTES TO THE FINANCIAL STATEMENTS

Summary of significant accounting policies continued

Fair Value Measurements

Effective January 2008 the Company adopted SFAS No 157 Fair Value Measurement SFAS No 157 for its

financial assets and liabilities that are re-measured and reported at fair value at each reporting period and

nonfinancial assets and liabilities that are re-measured and reported at fair value at least annually SFAS No 157 is

effective for the Company for the year ended December 31 2008 In accordance with the provisions of FSP No FAS

157-2 Effective Date of FASB Statement No 157 the Company has elected to defer adoption of SFAS No 157 as

it relates to its non-financial assets and nonfinancial liabilities that are recognized and disclosed at fair value in the

financial statements on nonrecurring basis until December 31 2009 The provisions of SEAS No 157 had no effect

on the Companys financial position and results of operations for the year ended December 31 2008

Deposit with clearing broker

Pursuant to an agreement with its clearing broker the Company is required to maintain clearing deposit of

$100000

Office equipment

Details of office equipment at December 31 2008 are as follows

Computer hardware 23460

Computer software 4661

28121

Less accumulated depeciation

and amortization 11416

16705

Depreciation and amortization expense was $6756 for the year ended December 31 2008

Related party transactions

At December 31 2008 amounts due to an affiliate were $10232 These amounts are non-interest bearing and are

due on demand



HENLEY COMPANY LLC

NOTES TO THE FINANCIAL STATEMENTS

Net capital requirement

As member of FINRA the Company is subject to the SEC Uniform Net Capital Rule 15c3-1 This Rule requires the

maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net capital both as

defined shall not exceed 15 to and that equity capital may not be withdrawn if the resulting net capital ratio would

exceed 10 to At December 31 2008 the Companys net capital was approximately $142000 which was

approximately $42000 in excess of its minimum requirement of $100000

Exemption from Rule 15c3-3

The Company is exempt from the SEC Rule 15c3-3 pursuant to the exemptive provisions under sub-paragraph

k2ii and therefore is not required to maintain Special Reserve Bank Account for the Exclusive Benefit of

Customers

Off-balance sheet risk and concentrations of credit risk

Pursuant to clearance agreement the Company introduces all of its securities transactions to its sole clearing

broker on fully-disclosed basis All of the customers money balances and long and short security positions for

these securities are carried on the books of the clearing broker Under certain conditions as defined in the clearance

agreement the Company has agreed to indemnify the clearing brokers for losses if any which the clearing broker

may sustain from carrying securities transactions introduced by the Company In accordance with industry practice

and regulatory requirements the Company and the clearing broker monitor collateral on the securities transactions

introduced by the Company

In addition the receivable from the clearing broker is pursuant to this clearance agreement and includes clearing

deposit of approximately $115000

In the normal course of business the Companys customer activities will involve the execution settlement and

financing of various customer securities transactions These activities may expose the Company to off-balance sheet

risk in the event the customer or other broker is unable to fulfill its contracted obligations and the Company has to

purchase or sell the financial instrument underlying the contract at loss

The Company maintains its cash balances in one financial institution These balances are insured by the Federal

Deposit Insurance Corporation up to $250000

Retirement plan

The Company has 401k plan the Plan which covers employees who work minimum of 1000 hours per year

and are at least 18 years of age Employees may defer percentage of their salary up to the maximum percentage

allowable not to exceed the limits of Internal Revenue Code Section 401k Employee contributions are vested

immediately The Plan does not provide for the Company to make any matching contributions



HENLEY COMPANY LLC

NOTES TO THE FINANCIAL STATEMENTS

10 Commitments

The Company has two non-cancelable operating lease agreements for office facilities which begin to expire in 2012

In addition to the base rent the leases provide for the Company to pay property taxes and operating expenses over

base period amounts

Future aggregate minimum lease payments are approximately as follows

Year ending December 31
2009 210000

2010 216000

2011 224000

2012 150000

2013 52000

The Company recognizes rent expense on straight line basis over the lease term Rent expenses recorded under

these leases were approximately $244000 for the year ended December 31 2008


